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Introdction : public–private partnership (PPP, 3P, or P3) : public–private partnership is a 
cooperative arrangement between two or more public and private sectors, typically of a long-term 
nature. It involves an arrangement between a unit of government and a business that brings better 
services or improves the city’s capacity to operate effectively.[3] Public–private partnerships are 
primarily used for infrastructure provision, such as the building and equipping of schools, hospitals, 
transport systems, and water and sewerage systems. PPPs have been highly controversial as funding 
tools, largely over concerns that public return on investment is lower than returns for the private 
funder. PPPs are closely related to concepts such as privatization and the contracting out of 
government services. The lack of a shared understanding of what a PPP is makes the process of 
evaluating whether PPPs have been successful complex. Evidence of PPP performance in terms of 
value for money and efficiency, for example, is mixed and often unavailable. Common themes of 
PPPs are the sharing of risk and the development of innovation.  
     There is no consensus about how to define a PPP. The term can cover hundreds of different types 
of long-term contracts with a wide range of risk allocations, funding arrangements, and transparency 
requirements.[1] The advancement of PPPs, as a concept and a practice, is a product of the new public 
management of the late 20th century and globalization pressures. The term "public-private 
partnership" is prey to thinking in parts rather than the whole of the partnership, which makes it 
difficult to pin down a universally accepted definition of PPPs.  
       The Government of India defines a P3 as "a partnership between a public sector entity (sponsoring 
authority) and a private sector entity (a legal entity in which 51% or more of equity is with the private 
partner/s) for the creation and/or management of infrastructure for public purpose for a specified 
period of time (concession period) on commercial terms and in which the private partner has been 
procured through a transparent and open procurement system."   
          According to Weimer and Vining, "A P3 typically involves a private entity financing, 
constructing, or managing a project in return for a promised stream of payments directly from 
government or indirectly from users over the projected life of the project or some other specified 
period of time". 
A 2013 study published in State and Local Government Review found that definitions of public-private 
partnerships vary widely between municipalities: "Many public and private officials tout public-
private partnerships for any number of activities, when in truth the relationship is contractual, a 
franchise, or the load shedding of some previously public service to a private or nonprofit entity." A 
more general term for such agreements is "shared service delivery", in which public-sector entities join 
together with private firms or non-profit organizations to provide services to citizens 
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public-private partnerships involve collaboration between a government agency and a private-sector 
company that can be used to finance, build, and operate projects, such as public transportation 
networks, parks, and convention centers. Financing a project through a public-private partnership can 
allow a project to be completed sooner or make it a possibility in the first place 
From 1990 to 2009, 
 
 Growth : 
      nearly 1,400 PPP deals were signed in the European Union, representing a capital value of 
approximately €260 billion.Since the onset of the financial crisis in 2008, estimates suggest that the 
number of PPP deals closed has fallen more than 40 percent .Investments in public-sector 
infrastructure are seen as an important means of maintaining economic activity, as was highlighted in 
a European Commission communication on PPPs. As a result of the significant role played by PPPs in 
the development of public-sector infrastructure, in addition to the complexity of such transactions, the 
European PPP Expertise Centre (EPEC) was established to support the public sector's capacity to 
implement PPPs and share timely solutions to problems common across Europe in PPPs. 
       U.S. city managers' motivations for exploring public–private service delivery vary. According to a 
2007 survey, two primary reasons were expressed: cost reduction (86.7%) and external fiscal 
pressures, including tax restrictions (50.3%). No other motivations expressed exceeded 16%. In the 
2012 survey, however, interest had shifted to the need for better processes (69%), relationship building 
(77%), better outcomes (81%), leveraging resources (84%), and belief that collaborative service 
delivery is "the right thing to do" (86%). Among those surveyed, the provision of public services 
through contracts with private firms peaked in 1977, at 18%, and has declined since. The most 
common form of shared service delivery now involves contracts between governments, growing from 
17% in 2002 to 20% in 2007.  
"At the same time, approximately 22% of the local governments in the survey indicated that they had 
brought back in-house at least one service that they had previously provided through some alternative 
private arrangement 
 
How Public-Private Partnerships Work. 
    A city government, for example, might be heavily indebted and unable to undertake a capital-
intensive building project, but a private enterprise might be interested in funding its construction in 
exchange for receiving the operating profits once the project is complete. 
    Public-private partnerships typically have contract periods of 25 to 30 years or longer. Financing 
comes partly from the private sector but requires payments from the public sector and/or users over the 
project's lifetime. The private partner participates in designing, completing, implementing, and 
funding the project, while the public partner focuses on defining and monitoring compliance with the 
objectives. Risks are distributed between the public and private partners according to the ability of 
each to assess, control, and cope with them.  
Advantages and Disadvantages of Public-Private Partnerships  
 Provide Technology : rships between private companies and government provide advantages to both 
parties. Private-sector technology and innovation, for example, can help provide better public services 
through improved operational efficiency.  
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  Provide incentives : The public sector, for its part, provides incentives for the private sector to 
deliver projects on time and within budget. In addition, creating economic diversification makes the 
country more competitive in facilitating its infrastructure base and boosting associated construction, 
equipment, support services, and other businesses.  
 Infrastructure :There are downsides, too. Physical infrastructure, such as roads or railways, involve 
construction risks. If the product is not delivered on time, exceeds cost estimates, or has technical 
defects, the private partner typically bears the burden. 
 Lack of Service : In addition, the private partner faces availability risk if it cannot provide the service 
promised. A company may not meet safety or other relevant quality standards, for example, when 
running a prison, hospital, or school. 
 Risk taking : Demand risk occurs when there are fewer users than expected for the service or 
infrastructure, such as toll roads, bridges, or tunnels. If the public partner agreed to pay a minimum fee 
no matter the demand, that partner bears the risk. 
Public-Private Partnership Examples  
Public-private partnerships are typically found in transport infrastructure such as highways, airports, 
railroads, bridges, and tunnels. Examples of municipal and environmental infrastructure include water 
and wastewater facilities. Public service accommodations include school buildings, prisons, student 
dormitories, and entertainment or sports facilities. 
Origins 
     Governments have used such a mix of public and private endeavors throughout history. 
Muhammad Ali of Egypt utilized "concessions" in the early 1800s to obtain public works for minimal 
cost while the concessionaires' companies made most of the profits from projects such as railroads and 
dams. Much of the early infrastructure of the United States was built by what can be considered 
public-private partnerships. This includes an early steamboat line between New York and New Jersey 
in 1808; many of the railroads, including the nation's first railroad, chartered in New Jersey in 1815; 
and most of the modern electric grid.[ In Newfoundland, Robert Gillespie Reid contracted to operate 
the railways for fifty years from 1898, though originally they were to become his property at the end 
of the period.[ However, the late 20th and early 21st century[saw a clear trend toward governments 
across the globe making greater use of various PPP arrangements. This trend seems to have reversed 
since the global financial crisis of 2008.  
    Pressure to change the standard model of public procurement arose initially from concerns about the 
level of public debt, which grew rapidly during the macroeconomic dislocation of the 1970s and 
1980s. Governments sought to encourage private investment in infrastructure, initially on the basis of 
accounting fallacies arising from the fact that public accounts did not distinguish between recurrent 
and capital expenditures In Japan since the 1980s, the third sector refers to joint corporations invested 
in by both public and private sectors  
   In 1992, the Conservative government of John Major in the UK introduced the PFI the first 
systematic program aimed at encouraging public-private partnerships. The 1992 program focused on 
reducing the public-sector borrowing requirement, although, as already noted, the effect on public 
accounts was largely illusory. The Labour government of Tony Blair, elected in 1997, expanded the 
PFI initiative but sought to shift the emphasis to the achievement of "value for money", mainly 
through an appropriate allocation of risk. However, it has since been found that many programs ran 
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dramatically over budget and have not provided value for money for the taxpayer, with some projects 
costing more to cancel than to complete. An in-depth study conducted by the National Audit Office of 
the United Kingdo  concluded that the private finance initiative model had proved to be more 
expensive and less efficient in supporting hospitals, schools, and other public infrastructure than public 
financing. 
Funding Models  
     In some types of public private partnership (ppp), the cost of using the service is borne exclusively 
by the users of the service—for example, by hospital patients, students, or users of public utilities.[2] In 
other types (notably the PFI), capital investment is made by the private sector on the basis of a contract 
with government to provide agreed-on services, and the cost of providing the services is borne wholly 
or in part by the government. Government contributions to a PPP may also be in kind (notably the 
transfer of existing assets). In projects that are aimed at creating public goods, like in the infrastructure 
sector, the government may provide a capital subsidy in the form of a one-time grant so as to make the 
project economically viable. In other cases, the government may support the project by providing 
revenue subsidies, including tax breaks or by guaranteed annual revenues for a fixed period. In all 
cases, the partnerships include a transfer of significant risks to the private sector, generally in an 
integrated and holistic way, minimizing interfaces for the public entity.Case-by-case project 
governance and funding and financing interventions are the main value generators for delivering 
public serviceBecause P3s are directly responsible for a variety of activities, they can evolve into 
monopolies motivated by rent-seeking behavior. 
    Typically, a private-sector consortium forms a special company called a special-purpose vehicle 
(SPV) to develop, build, maintain, and operate the asset for the contracted period. In cases where the 
government has invested in the project, it is typically (but not always) allotted an equity share in the 
SPV The consortium is usually made up of a building contractor, a maintenance company, and one or 
more equity investors. It is the SPV that signs the contract with the government and with 
subcontractors to build the facility and then maintain it. In the infrastructure sector, complex 
arrangements and contracts that guarantee and secure the cash flows make PPP projects prime 
candidates for project financing. A typical PPP example would be a hospital building financed and 
constructed by a private developer and then leased to the hospital authority. The private developer then 
acts as landlord, providing housekeeping and other non-medical services, while the hospital itself 
provides medical services. 
    There are many drivers for PPPs One involves the claim that PPPs enable the public sector to 
harness the expertise and efficiencies that the private sector can bring to the delivery of certain 
facilities and services traditionally procured and delivered by the public sector. Another common 
driver is that PPPs may be structured so that the public-sector body seeking to make a capital 
investment does not incur any borrowing; rather, the borrowing is incurred by the private-sector 
vehicle implementing the project. On PPP projects where the cost of using the service is intended to be 
borne exclusively by the end user, the PPP is, from the public sector's perspective, an "off-balance 
sheet" method of financing the delivery of new or refurbished public-sector assets. On PPP projects 
where the public sector intends to compensate the private sector through availability payments once 
the facility is established or renewed, the financing is, from the public sector's perspective, "on-
balance sheet"; however, the public sector will regularly benefit from significantly deferred cash 
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flows.This viewpoint has been contested through research that shows that a majority of PPP projects 
ultimately cost significantly more than traditional public ones. Generally, financing costs are higher 
for a PPP than for traditional publicly financed projects, because of the private sector's higher cost of 
capital. However, additional financing costs can be offset by private-sector efficiency, savings 
resulting from a holistic approach to delivering the project or service, and from the better risk 
allocation in the long run. 
Health Services 
    For more than two decades, public–private partnerships have been used to finance health 
infrastructure. Governments may look to the PPP model to solve larger problems in health care 
delivery. While the provision of health is widely recognized as the responsibility of government, 
private capital and expertise can be viewed as sources to induce efficiency and innovation. However, 
some health-care-related PPPs have been shown to cost significantly more money to develop and 
maintain than those developed through traditional public procurement.  
     A health services PPP can be described as a long-term contract (typically 15–30 years) between a 
public-sector authority and one or more private-sector companies operating as a legal entity. The 
government provides purchasing power, outlines goals for an optimal health system, and contracts 
private enterprise to innovate, build, maintain, and/or manage the delivery of agreed-upon services 
over the term of the contract. The private sector receives payment for its services and assumes 
substantial financial, technical, and operational risk while benefitting from the upside potential of 
shared cost savings.  
    The private entity is made up of any combination of participants who have a vested interested in 
working together to provide core competencies in operations, technology, funding, and technical 
expertise. The opportunity for multi-sector market participants includes hospital providers and 
physician groups, technology companies, pharmaceutical and medical device companies, private 
health insurers, facilities managers, and construction firms. Funding sources could include banks, 
private equity firms, philanthropists, and pension fund managers.  
The larger scope of health PPPs to manage and finance care delivery and infrastructure means a larger 
potential market for private organizations.  
      Health spending in the United States accounts for approximately half of all health spending among 
OECD nations, but the biggest growth will be outside of the U.S. In 2010, PricewaterhouseCoopers 
projected that spending on health care among the Organisation for Economic Co-operation and 
Development (OECD) and BRIC nations of Brazil, Russia, India, and China would grow by 51% 
between 2010 and 2020, with China and India expected to increase the most. This amounts to a 
cumulative total of more than $71 trillion.[55] Of this, $3.6 trillion is projected to be spent on health 
infrastructure, and $68.1 trillion will be spent on non-infrastructure health outlays over the next 
decade. Annually, spending on health infrastructure among the OECD and BRIC nations is projected 
to increase to $397 billion by 2020, up from $263 billion in 2010. The larger market for health PPPs is 
projected to be in non-infrastructure spending, estimated to be more than $7.5 trillion annually, up 
from $5 trillion in 2010. 
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